PCT Provider Development Programme

1.
Introduction

This paper provides the context and current position regarding Brent PCT’s responsibilities for separating its functions as a commissioner from those of provider of community health services.  It makes recommendations about how the PCT can proceed to implement such a separation. 
2.
Context to Provider Development in PCT’s

PCTs were established in April 2002, and in-so-doing, they brought together into one organisation the role of commissioning for the health needs of the resident population with the provision of community health services.  The publication of Commissioning a Patient Led NHS (CPLNHS) in July 2005 first raised the prospect of PCTs divesting themselves of their in-house provider services.  Although this position has subsequently been modified, the broad policy thrust, that encourages separation, independence and autonomy for provider services located within PCTs, remains.

The White Paper, Our Health, Our Care, Our Say, published in January 2006, reinforced two significant propositions initially set out in CPLNHS. These are:
· That the principal activity of PCTs is to commission health and social care for their resident populations.  
· That PCTs need to formally separate their core commissioning activities from their community provider services and, from there, need to consider how, in the light of this separation, innovation and best value (driven through plurality and contestability) in provision can be achieved.  

A number of benefits are envisaged from separation.  These benefits emerge at a commissioner, a provider and, ultimately, a user level.  They include:

· Enabling the PCT to channel its strategic energy and effort into becoming a world-class commissioner. The provider services arm, with its focus on providing community services, will also be given the space, scope and incentive to develop world-class community services; 
· Removing potential conflicts of interest that arise when the PCT commissions services from its in-house provider, especially when viable alternatives are emerging;
· Encouraging provider services to build on and formalise corporate and clinical governance arrangements, that are fit for its purpose as a provider of clinically and cost effective services.  
· Building a secure organisational foundation upon which local community health services can become truly world-class.  

An important distinction is increasingly being drawn between the separation of commissioning and providing functions from their externalisation (for example, through divestment or market testing).  The movement to separation does appear to be gathering pace, whilst the further shift to the full externalisation of provider services is proceeding more circumspectly.  

On 1st November 2007, NHS London issued its Interim London Planning guidance for the 2008-9 year.  In this document, NHS London signals the need for “a move towards greater transparency around PCT provider services and the need to ensure the appropriate governance arrangements in PCTs to support effective commissioning and accountability for performance between provision and commissioning”.  For 2008-9, NHS London is expecting PCTs to provide discrete annual plans for provider services, describe what governance mechanisms are in place to manage commissioner/provider conflicts of interest and to cost provider services on a demonstrably fair basis.  
3.
Current Position

At its 25 July and 22 August 2007 meetings the Executive Management Team (EMT) considered the need to separate its provider and commissioner functions. There was a recognition that a considerable amount of work needs to be done first, to assess and review current services and their interdependencies with other parts of the health and social care system and second, to fully understand the current resource and cost base before any major decisions can be made on the “form” of any new organisational model.

David Harrison from Partnerships UK (PUK) presented to the EMT on 25 July and described a programme of work PUK is undertaking with five other PCT’s in North West London.  At the 22 August meeting the EMT also considered an in-house option and after discussion decided to commission PUK to provide external support for Module 1 of the programme. As a result of which Brent PCT became one of nine PUK pathfinder PCTs (seven of which are in London) for its provider development programme. The interim Chief Executive and the interim Director of Primary and Community Care Commissioning subsequently met PUK and gave the go ahead to develop the attached Project Initiation Document (PID). 
4.
The Provider Development Programme and Partnerships UK Support 
PUK is a body set up by the Government, and now half-owned by HM Treasury, to work solely alongside public bodies re-shaping themselves and, in particular, where such re-shaping involves public bodies working in an increasingly business-like fashion.  
PUK has worked with a number of Government Departments to develop new, commercially viable and stable service and asset provision models.  The best known examples are Partnerships for Health (PfH) and Partnerships for Schools (PfS), where PUK worked with the DoH and DfES respectively.
PUK’s view is that the success of the Government’s drive to re-shape community health service commissioning and provision depends critically on PCTs taking well-managed programmes of work forward and them receiving carefully structured support as they do so.  Equally, a sustainable and contestable supply side will be achieved in a reasonable timeframe only if existing state enterprises are developed and take their place alongside independent sector bodies in supplying services to PCTs.
PUK has developed a development programme aimed at in-house PCT provider service arms.  This programme has the following main features:
· The approach is modular, with PCT’s having the option to step-on, step-off or simply pause between modules;
· The level of external involvement is customisable and is driven by capability and capacity at the PCT level;
· The modules introduce a sequence between investigative and decision-making activity, so that service line reviews precede any detailed consideration of institutional options;
· Whilst common processes and decision-support frameworks are defined, they remain agnostic to institutional form;
· Appropriate corporate and programme governance structures are designed and implemented up-front, with decisions properly stratified between those that can be made at the sub-PCT Board level and those that require explicit PCT Board support. A single advisory resource is established (comprising specialist clinical planning, legal and financial advice), promoting consistency and efficiency across the programme;
· Knowledge capture and dissemination is an explicit aim of the development programme and is therefore, hard-wired into processes and structure.
The content of the three modules is summarised in Section 6 below and is set out in more detail in the attached draft PID.
PUK are currently working with five Pathfinder PCTs in north west London and the next wave include Birmingham East and North, West Essex PCT, Tower Hamlets PCT and Cumbria PCT.

5.
Benefits of Taking Part in the Development Programme

There are a number of benefits to taking part in the Programme below:

· Efficiency - the development programme will lower the cost to individual PCTs by deploying specialist support required to respond to the Government’s White Paper on a multi-PCT basis expenditure that would otherwise be unavoidable.  

· Effectiveness - a development programme approach, in which there is genuine sharing of substantive development costs, risks and rewards, ensures that a proportion of costs are incurred by the PCT on the achievement of agreed outputs, not inputs.  

· Quality – decision support will be improved by a) implementing proper programme governance procedures and b) increasing access to shared learning, experience and benchmark-able performance.
· Shared Learning – the group of PCTs going in the next phase of the programme offer the chance to share learning with well respected PCTs that are distant enough to be honest without feeling commercially threatened.

6.
Design of the Development Programme

The Development Programme is tri-modular in design.  The end of each module marks a point of genuine discontinuity when the PCT (and PUK) can examine both the outcome of the module just completed and the nature and timing of the module lying immediately ahead.  

The three modules are:

· Module 1 – which includes mapping existing services, resources, future supply requirements and associated opportunities or threats and, in the light of this, developing plans for services (which may include either developing or withdrawing from provision);

· Module 2 – which involves developing plans that will determine the future direction and organisational solution(s) for provider services and lead to recommendations that create one or more arms-length community health services enterprises;

· Module 3 – which involves formulating start-up plans for arms-length community health services enterprises.

7.
Programme Governance

It is recommended that governance of the PUK-supported provider services development programme is secured through the creation of a Provider Development Board (PDB). It is envisaged that the PDB would to report into the EMT for Module 1. The suggested membership and terms of reference of the PDB are located in Appendix 1 of the attached PID.  It is worth highlighting that PUK would be invited to join the PDB.
In line with best programme management practice, it is recommended that a Senior Responsible Owner (SRO) be identified for the provider services programmes. The PCT Board will invest responsibility in the SRO for effective delivery of the programme. To ensure that programme deliverables are in line with PCT commissioning responsibilities and priorities, it is recommended that the SRO be the Director of Primary and Community Care Commissioning. 

Strategic leadership and direction of the programme will be provided by the PCT’s Director of Provider Development and Estates.  Day-to-day programme management and delivery responsibility would be provided by an Assistant Director of Provider Development and Estates.  The Assistant Director will be supported by the Business Development Manager who will act as the Project Manager. Programme office support will be provided by the Projects Office within the PCT.  

The Assistant Director will establish a Programme Working Team (PWT) to take the programme forward.  Danielle Procter from PUK will work closely with the Assistant Director to guide delivery of the programme and David Harrison from PUK will provide senior support to the PWT and connectivity with the broader PCT pathfinder programme in North West London and beyond.  
The PWT will meet weekly.  As the work programme envisages drawing on inputs from areas of the PCT outside provider services, resources will be drawn from service and corporate support areas, such as Human Resources, Finance, Commissioning, Information and Estates, as required.  
8.
Cost of Programme Support

The cost of completing the Development Programme can only be estimated at this point in time.  Separating the programme into three largely stand-alone modules though gives the PCT the ability to re-examine the nature, pace and scope of the programme at regular intervals, with its commitment being re-examined and provided one module at a time.  
Before embarking on each module, the PWT will present a detailed budget to the PDB for consideration and agreement.  The PWT will be responsible for tracking expenditure against budget and for reporting any material variances to the PDB.  A report of 3rd party costs incurred will be submitted and considered by the PWT monthly.

The activities that constitute Module 1 of the programme have been defined in some detail and are included in Appendix 4 of the PID.  Based on these activities, the PWT has completed an exercise to model the external resources required to complete the activities.  This results in a modelled estimate for Module 1 external costs of £70,000.  Given Brent’s pathfinding status, PUK has offered a discount to this cost (termed a “pathfinder credit”) of £15,000, reducing the net estimated cost to Brent tPCT to £55,000.  

Modelling costs to complete Module 2 and Module 3 are unavoidably more uncertain than those for Module 1.  PUK’s initial cost estimates that, taking all three modules together, programme external costs totalling a little under £400,000 may be incurred.  Against this cost, PUK has signalled that it will offer a total pathfinder credit of £64,000, bringing the net estimated cost to £327,000 (see Table 7.1 of the attached PID).  

In addition to the third party costs indicated above, the PCT may choose to call down bespoke support from the programme's clinical, legal or financial advisory team.  This team has been assembled following an OJEU competition involving PUK and all of the PCT pathfinders (including Brent PCT).  The advisers appointed to date are Tribal/AT Kearney (clinical planning) and Capsticks (legal).  Where such bespoke support is required, the PWT will specify the nature of that support (with assistance from PUK) and, following agreement from the PDB, will call-off and pay directly for that support as required.  In contractual terms, the arrangement for such support is solely between the PCT and the advisory provider and hence payment for those services will be the direct responsibility of the PCT.
9.
Progress to date

Agreement in principle to embark on a provider development programme (supported by PUK) has led to the development of a draft PID.  The development of the PID is known as Module 0.  Whilst PUK has supported the development of the PID, it is providing such support at risk in advance of the draft PID securing PCT Board approval. 
In summary, the PID identifies:
· Arrangements for governance of the programme;
· Resources required for programme delivery;
· The services to be included within the programme;
· The process of assessment and review
10.
Recommendations

The PCT Board is requested to:
· Note that the external cost of the PCT in taking part in the development programme with PUK are estimated to total £55k for Module 1 and commit those resources from the PCT budget.
· A further £20K should be set aside to resource third party advisory support.
· Agree the memberships of a time limited Provider Development Board to oversee the programme.  Members will be required to commit to a two hour monthly meeting.
· Note that the Provider Development Board would report into the Executive Management Team and be chaired by the Senior Responsible Owner (SRO).

· Endorse that the SRO for the programme should be the Director of Primary and Community Care Commissioning.
· Endorse that the Programme Director should be the Director of Provider Development and Estates.
· Approve the draft PID which will result in the commencement of the Programme.
· Note the resource commitment from each directorate in terms of staff needed to support the programme and commit the time of those people to the programme
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